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Followmg u [ tmnscnpt of President Reagan 'S news confenznce last mghr
m Wa.slungtorl. as recorded by The New York Times:

" Good evening, please be seated. T
ha ve an opening statement.

On Decembey 27th, terrorists, as

¢ we know, atfacked Rome and Vienna

£ tnternational Airports — the late un

| 3 series of atrocities which

. g ﬁve Americand lncludlng

1ave
9 shocked the cmsclence of the world
for

i g OPENING STATEMENT -

lmmedla!ely. and others no later than
@ 3 total ban on direct

i export trada with Libya,
except tor humariitarian purposes..
They prohibit commercial contracts
and other transactions with leya, in-
cludmg travel-related activities other

- It's clear that the
¢ these latest attacks lies squarely with
 the terrorist known as Abu Nidal and

+ hig organization, The number of his
' victimg increased by 19; among them
atasha
impson, an 1l-year-old girl. Many

» ( m.hen from around the world were

" bhis rvlé in these attacks. The
-9 and Vi

+ o terrorist grou

ed:
b’ ? And wé shall makd every effort to
bring Abu Nidal and other terrorists

T2to IIS“C& But these murderers could
: P sanctuary and su)

mes suchas

EY
~ Qaddaﬂ‘: long»standm involve-
1;1 me;;:d u&emnsm is well dgcumen ed

for orto
out *

ca orde:
lcau on lI Americans in Libya to-

leave immediately. Those who vio-
late these orders should know that
they. will be subject to appropriate
penalties upon their return to the
l.lmted States, Let the Government of
Libya understand that it is fully re-
sponsible for the welfare of those
ericang still in Libya, and that
Libya will be held acouuntabls for
any attem fl to harm them or restrict

- Our dlfferences are nol with the
le of Libya, but with Col. Qaddafi
regime. We've taken these
after much reﬂectwn, and in

st
full the economic conse

Rome
enna murders are only the lat-
est in a series of brutal terrorist acts. -
ommitted with Qaddafi’s backmi
&addaﬂ and other Libyar official
= have publicly admxtted thag the
4 Libyad government tias lted andv
lsupponed the notorious Abu ridal
which was diractly e
. sponsible for the Rome and Vienn:
 tacksy
A aJdaﬂ called them “hermc ac
4 uon:." I call them criminal outrages
by an cutlaw regime. By provid ng
material support to terrori: l§.
whlcll attac| U S, citizens, Libya ha;
engaged in armed aggression agams
- the ited States under established

¥ Aq pnncnples ol:i international law, ]IISI

o forces,

e
g l.lbya wrwmp;g a threa W

?’ if he used its own armed

ve urged, repeat and

rld community act decls¥vel
in concert to exact from Qaddat
hlgh price for his support and encour-
.agement of. terrorisnt. The United

+States has already taken a series of

«, couraging our friends to do likewise.
« Terrorists, and those who harbor
them, must be denied sympathy, safe
“ haven and support

Executive Order Slgned

¥ In llghi of th.\s latest_evidence of

;i Libya’s growing role in international

 terrorism, it ls clear that steps taken

{so far have not been sufficient.

3 Tougher, more comprehensive meas-

< uires are required by the interniational

\ community.

Jeg Acoordm&lv, 1 signed foday an ex-
eécutive order stating that the policies

‘rand actions of rnmen' ol

¥ secunty ll
b the United States. Cmgress go been
e nonﬁed of my decision.

«i; Undey the authority vested in me
) %y the Constitution and the laws of the
ited States, I have taken measures

to end virtually economic

- activities between the United States
Yor U.8. nationals and Libya. These
¥ measures, some of which take effect

P all our key allies to pursue

e
quences” whlch the United States
stands to incur as a result.
To be Treated as a Pariah
Civilized nations cannot continue to
tolerate, in the name of material | gain
and self-intérest, the murder of inno-
cents. Qaddafi déserves to be treated
as a pariah in the world community.
We call on our friends in Western Eu-
rope'and elsewtiera t0 join with us in
lsolatln him, Americans will not un-
derstand other nations' into
Libya to take commercial advantage
of our departure, We will consult wrll;
of
broader cooperation.
) Italy s ane Minister Craxi, in
@ count) of the recent a(~
lac occurred, meerly emphasized
tha nécessity not only of eopmq wuh
. terrorists, but. identifying

* statéd that guarantee t emml ts p
tecuoﬂ and the possibility to arm and
rganiza themselves to’ carry ou ut

h eir bloody rai aids.”
n%addah 3 Libya is such a nadtm,
‘we call upon other nations to join

in denying it the normal economic
and diplomatic privileges of the civi-
lized world.

1f these steps do not end Qaddafi’s
terrorism, I prvnuse you that further
steps will be taken.

Thank you and tha( concludes my
statement but before
questions, let me extend a warm wel—
come back to one of your colleagues,
Sarah McClendon. Sarah’s been ab-
sent for a while, but she’s back now
and I'm delighted. Sarah’s a true
Washington institution, has seen a lot
of history that she's covered aggres-
sively and fairly. Sarah’s kept sev-
éral of my predecessors — ei

Presidentsin all —and me on oux mes

l( ‘0vér the years, and I'm truly

that she chose tonight for her fpubhc
appearance — and [ have a eellng
she wouldn’t miss this. So you s
why we haven't been holdi press
conferences. 1 was ;ust waiting for
Sarah to come back! And in honor of
her return, I'd like to oﬁer Sarah the
first question. Don't wor; e,
ywu 11 get the secvnd one. Saral-n

s
N QUESTIONS AND ANSWERS
o
pralse them as herofc undertakings.
Medlcare Paymem And then very shortly — along about
'yw r. President, that’s  the time that the Coral Sea was leav-
very nlce of you and I appreciate it.  ing Naples, and it was only leavmg
Sir1 want to call your attention to a because its leave time there was u

real problem that we've got in
country today. The hospitals and tha
- doctors are sending the elderly sick
home to0 soon before they’re really
ready to go and that makes a burden
on their families. This all seems to be
based on the Medicare ymen! for-
mula, and I know that there's a fear
across the land from Gramm-Rud-
man for fear that the Medicare pay-
ment may be reduced further. I won-
der if you can’t have your experts
make a solutlvn to this.

A. We have been — Sarah, I can’t
tell you what the final decision has

been on this. We have been looking at .

this entire program. Things that can
b9 done and should be done and also
the possibility we're looking at as to
whether we can’t find something to
take care of catastrophic illnesses. I
tried to do this when I was Governor
in California, and I couldn’t get any
public interest in it at all. I guess
every\me has a feeling it will never
to thern. But we are looking at
tln: as to what we can do with regard
to some of the problems that have
‘arisen because, a3 you know, the pro-
has expanded in cost greatly.
ﬁedlcal care and both health
enerally has been one of the highest
% ctors in the increase in inflation. So
1 pmuuse u we're lookis
Q. Si \as anyone ever thought
‘about Lhe fact that Canada gets some
medical care with a little Extra taxa-
tion but practically free. Why {m
n't we start some'.hmg like that?
- 'A. Well, we're looking for answer.

at it.

! Attitude of Allles

A. Mike?
Q. Mr. President, &w said in your
opening statement that there is ir-
re,fulable evidence that Col. Qaddafi
was involved in the airport attacks.
-The European allies seem less con-
vmced at proof is there of Qadda-
i’ s involvément in those attacks?

A. Mike, the only thing I can say in

answering that quesuon, and Ican’t
do all that you d 1 0 do be-
cause there are things that should not

be revealed, but I can assure you that
wehave me evldence of the amount of
has been given — that
denled. 1 don’t think he’s
capable of telling the truth about
3. But we do know — we
kmw the Jocation of training camps
for terrorists and we also know that
Abu Nidal has moved his headquar-
ters there — into Lib) Eeak
with confidence, All;z would like I:o
first moments or. days or hours fol«
lowing these last two, he did openly
£ £} !

B ,

but he suddenl declded that no, he

was distressed by these acts of terror-
ism. I think he ‘was speaking more
honestly the first time.

Q. I could follow up for a moment,
do you say that you could prove that
you have conclusive evidence that he.
Colonel Qaddafl, is personally in-
volved in those attacks that killed
Natasha Simpson and the others?

A. We are satisfied that, yes, his re-
gime and I don’t think that his regime
is don;? anything without his guid-
ance. Helen.

Palestinian Rights

Q. For some 40 years American
Presidents have been confronted di-
rectly with Lbe Middle East problem.

predecessors have
often spokeu vt t.he legitimate rij ls
of the Palestinian. My question,
President, is how do the Palesumans
attain these rl
themselves occuy
Should they emu!ate the U.S.-t
freedom fighters in Afghanistan, the
Contras in Nicaragua, or is there a
peaceful way? 1'd like to follow

up,

A Well the peaceful way is the
4l we've been tryis
Helen, the idea of peace between the
Arab states and Israel. And we have
emphasized from the very first that
the problem of the P

of the Palestinsasis or will the Unted
States continue to give Israel the veto
JWer over any Palestiman negcmab

po
mg for their ?WP
No and I don’t think that Lhey

asked for that. Theirs is — and I
would say this of any other country
that they’re workma wn.h that you
can’t ask them to negotiate’ with
someone who's sitting on the opposite
side of the table saying that start
from the negouatmg position at Is-
rael doesn’t any right to
is th mam thing, nt’s the
we have not felt free to
fat en.her until he gives
up Lhat position.

Where Is Retribution?

Q. Mr. President, you have said
that your policy toward terrorists is
swift and effective retribution. And
ai(er Lha Achille Lauro case, you said,

run but you can’t hide.” But
lsn t Lh:s ong more case where there
isno retribution and where the g:gplo

the terorrism have in

been able to hide? od the
Now you mentioned the people
behmd the terrorism. I'd like to point
out that all this talk that there’s been
abvut harsh talk and no action and so
forth, could I recap just a moment
here two of the great terrorist actions
against the United States that took
place in Lebanon: the bombing of our
embassy and the slaughter of our ma-
rines there. But in both cases, the
perpetrators of those acts died with
lhe k’vlcnms, they were suicide at-

tacl

Now we’ve made every effort to try

.and establish well, who? Who bi

these people there? They certam.ly
can’t be quesuoned. How did they get
there? Now we've had two more re-

leya ATA GLANCE

Muammar . el-Qaddaf
Sunday pear Trigoll.

| cent attacks but in these two attacks
| the perpetrators are either dead,
il on the scene, or they're
wounded and in hosp\tals under ar-
| rest. But again, here is a better oppor-
| tunity now. This was something of a
| suicide attack, and Qaddafi himself
has referred to more sujclde  terrorist
amons‘ mcnhe words, findin
souls that are fanatic enough
| mat they can be told that they got a
free ride to heaven if they’ll go out
and give up their own lives to kill
someone else- innocent

were terrorists, and there they were
we ureulocat(ouan where
they were 0 go, and Wi
rou%ht them down, and that was Lhe
Achille Lauro case, and turned them
over to the Italians at their request,
| Well, it was their territory and their
| shiy wanted to do the prose-
cuting and will be prosecuted.
We have — I know it appears that
wesit here and are not doing
— 1'd like to tell you som that
we have done. We have actually re-
corded in the last year and know that
we have aborted 126 terrorist mis-
slon:. Now Iwon't fo
I'm ing to tell
done, but m our mtelhgenca and
worl the other countries, we
have been abls to anticipate and, as [
say. abort that many terrorist mis-

Q Mr. President, if I may follow up
— what you seem to be saying m this

particular case, in terms of goi
the source, going after Abu Nld
going after the Libyan Irau'ung
mps. it’s basically going to be next
time for a military strike. And I won-
der, given your criteria, which are
that there has to be a direct link be-
fween the terrorists and the target
and that no innocent civilians can

tO

people.
The only actual case where Lhere)

and Domestic Issues’

hit, why should Muammar el-qaddat

or Abu Nidal believe you'
A. V'm not to talk beyond tha
actions we've taken here.

8 to make any commenl as to

er we have other actions in
mind or what might be done. I think
that Mr. Qaddafi would be very happy
if I did answer such a question, but
I'm not interested in making him
happy.

Missions in U.S.

Q. Mr. President, were any of these
terrorist missions that you say the
United States aborted in the Umted
States?

A.1'm not going to comment on that
or their location or an; further
onit. I'm g\;s going to assure you that
we have the intelligence that ed us to
be able to do that. weren r all in
the United starea orl
many - [ haven’t got the count before
me right now.

Sam?

Lie-Detector Tests

Q. Mr. President, you signed a di-
recuve which would have required a
great ber of Government em-
ployees to take lledetector tests for

purposes. But when Secre-
lary Shul!z publlcly complained, you
changed mind and cut back

that directive, and one of your aidu
said to reporters that you really had-

n't understood what was in it when
you signed it? My question is — did
you \mders!and it when you lened it
originally, and if so why did
change your mind?

A. 1t there was an aide that said
:‘n ing of that kind he wasn’t an
le.

Q. (Covered by laughter.)

A. No, when Sev: ary Shultz came
back he had been accosted by the
press in Europe and they were lead-
ing to believe that I had okayed virtu-
ally carte blanche for two and a half
million Federal employees subject to
liedetector tests and they would be

based on their personalities or
their own personal lives and so for
None of this was true. And the docu-
ment I si was not changed nor
did I change my mind. I was able —
when the Secretary and I had a
chance to talk when he came back —
to point out that what I had signed
was a directive that was creating an
investigative policy that we were — 1

id not create it in that — 1 asked for
and was proposing that we come to-

er on a policy for heading off es-

sands of employ-
ees, there's a very limited number
that actually deal with classified ma-
terial or could possmly be mvolved in
this. And 1 recomms

en
other mmgs {hat this be included a3
an investigatory tool in such investi-
gations, and it would be limited to
what we were fryinig to find out:
pionage and whether to head it ottor
not. So whoever was telling that —
and I've seen it and heard it and so
fonh. and T've sat there fidgeting in
r beca it wasn't true.
Thal £ wha! I signed and that's
what’s still signed.

Q. Mr. Shultz made the point that
he doesn’t believe detector tests are
achcourate and often tl‘-l’ey catlch peop{e
‘who are not guiity and even etpevpe
who are guiﬁ‘;lgo 1 take it you think
they are accurate.

A. I think that it’s a useful tool. T
know that he does not have too hij
an opinion of them and I think that
was thinking also if r3}{;)\: e going m
have one of those in which you get into
geople 's personal lives and so forth,

ut also there are others who have a
greater confidence in them, in such
an mvestlganon where you were di-
ly gomg at a subject. One of the
(l-uny t they've done, and the
record of polygrapn tests throughout
our land has proven, that they have
been responsible for more confes-
sions than anything actually there —
that the very nature of the test has led
to a multitude of confessions of vari-
ous crimes and so forth.
i

pionage. And !herefore, out of the |
ousands and

European Sanctions :

Q. Mr. President, the last time you |
asked the Eumpeans to take any so;
of sanctions a%eum any of the stayes
which might responsible for ter- «
rorists acts, you asked them to stop '
flying commercial flights into Belrut
The policy was not a notable success.
The Europeans have proven e:
tremely reluctant. Is there any
son for you to believe, or for us to .
lieve, that things will be any different |
this time simply because you are ask- |
ing them yet again?

jon't know. We're going to con- +
sult’ Wllh them. I don't know Lhat
we're going to outright ask
We're going to tell them what wq re
doing. They have told us in the past
that, well, the limited actions that we ,
had taken against Libya earlier were i
rather ambiguous so we just nq N

e’re taking some that are talung
some that are a little unambiguous, |
and maybe that will change some of
their minds, maybe it won't. Some!of
them may have problems of their own «
in their own economies that are going *
to, they’re just going to render this |
nearly impossible. But we're going to N
consult and see how much coope:
tion we can get.

Q. Well, sir, if they can't do it, use-.
verely curtails the effect of your sanc-
tions. Doesn't it frustrate you? .

A. It may be frustrating, but we're |
going to go on with what we think has |
to

Seriousness of Threat ;

Q. Mr. President, how seriously do
you take the threat of Mr. Qaddafl
that if there is some indication of Is- .
raeli or American military retalia- «
tion that Washington, D.C., will be-'

A. Well, T wish he was plannmg to]
do that himself, I'd be happy to wel- |
come him! But no, how can you not .
take seriously a man that has proven’
that he is as irrational as he is in
things of this kind? I find he's not only.
a barbarian but he’s flaky. P

Taxes vs. Fund Cuts

A. Gerald?

Q. I have a domestic policy ques-
tion, Mr. President. You seem to
one of the few people in your Admipis-
tration who seerns to believe that your
could have a 3 percent real growth ixt
defense spending and still satisfy the -
Gramm-Rudman balanced budget
amendment. If you are wrong, siry
?rs you wtillmg to se;tle for less. dlla-

ise spending or will you eventually
hear}/e to raise !axes to meet the bu)? ,

A. Well, '87 budget, S YOu
know, in the budge« resoluucrn that,

was passed by the Congress itself, it
called for a 3 percent real gruwl.h in
defense spending what

e're incorporating in our 87 budget
lhat we'll be coming forth with pretty
soon. ok

Q. But alot of people say you f:ave
houh you setd 198 tiat yog,
th ou said in I t yvu
wouldn’ (yralse taxes and then you did,"

and you have said over the years that

‘wouldn’t reduce Social Security”
ﬂeﬁls and you later changed )(vu[
mind on —_— (

A. No. We had a bipartisan corf>
mission on Social Security. I have
never thought that Social Security

lays a part in the deficit. It doesn't
use Social Security is supportéd‘
by its own tax and that tax can’t bg
used for anythin, 5 else. So it's playirig
ames to pretend that Social Security
s a part of a budget and can affect the
deficit. As a matter of fact, a previoug
President put it in the budget only be:
cause the bookkeeping in ink would
look like the deficit was smaller if you
d count as an asset the Social Se-
cuniy tax. Well, I think that's riof
playing fair with the people so we 've
taken it out.
“Getting Rid of Ornaments’ ~
. Would have a tax mcrea &
under all circumstances?

A. Now the tax increase, let me 1us§
say hem, the one that you mentioned,
yes, Igot ed because I agreed to

Continued on Following Page q 1

Executive

ving is the
tive Order

Libya: o

must.
be a part of any solution. But I would
also like ta point out that the Palestin-

Palestinians. In fact, in some of them
they’re practically a majority of their
ation. ey are in a number
ouptries. And in many of these
:oumnes they are not made cntwem
of those countries, They’re allows
live there and so forth, but they don’ t
have passports, They don’t have all of
the privileges that a citizen of the
country would have there has to
be a solution particularly, and we're
not talking about all of those.
They seem to be content with where
lhey re living, but th t became

the ones that are literally
out a country we thi
to be a solution found

The reason that we have not ap-
proved the dealing with Arafat and
that sector, the P.L.O., is because
how could they sit in a peace confer-
ence when they deny the rights of ls-
rael to exist as a nation and ha
ref to endorse or support or ao
cept the two resolutlons and 238 of
the United Nation:

Q. Will Israel accept the existence

By the authority vested in me as

tional Security and Development

the Federal Aviation Act of 1958,
(49 U.S.C. 1514), and section 301 of
United States Code,

the Constitution and laws of the Unifed States of
America, including the International Emer-
gency Economic Powers Act (50 U,S.C. 1701 et
seq.), the National Emergencies Act (50 U.S.C.
1601 et seq.), sections 504 and 505 of the Interna-

Act of 1985 (Public Law 99-83), section 1114 of

1, RONALD REAGAN, President of the United
States of America, find that the polictes and ac-
tlons of the Government of Libya constitute an

wsual and extraordinary threat to the na.
ional security and foreign policy of the United

fo promote, ‘ Executive Order refatmg to transportation to or from Libya; the
Prohibiting Trade and Certain
Tr ions Ivi .,‘r.lbya in the United States by any

President by

Cooperation
Lj

as amended ibya;
title 3 of the

4

entities;

nology (including technical data or other infor-
mation) or services from the United States, ex-
cept publications and donations of articles in-
tended to relieve human
cine and medical supplies in-
tended strictly for medical purposes;

) Any transaction by a United States person

provision of transportation to or from the
United States by any Libyan person or any ves-
sel or aircraft of Libyan registation; or the sale

person
thority under the Federal Aviation Act of any
g—r%nsportatiou by air which includes any stop in

d) The purchase by any United States person
of goods for export from Libya to any country;
(e) The performance by any United States
person of any contract in support of industrial
or other commercial or governmental projectin *

(f) The grant or extension of credits or loans
any United States person to the
Libya, its instrumentalities and controlled

(8) Any transaction by a United States person
relaung to travel by any United States citizen or
permanent resident alien to Libya, or to activi-
ties by any such person within lbya, after the

Order for Sanctions Against Libya

© Special to The New York Times |'
WASHINGTON, Jan. 7 — Follow
text of President Reagan’s Execy
issued today prohibiting trade with

suffering, such as food,

sion

au-

ing the
as may

£

Government

States person’” means any United States cmzen .

permanent resident alien,
er the laws of the Unit

any person in the United States.

Section 2. In light of the prohibition in Secum .
1(a) of th.f Or\:‘ler, section 251 of the Trade Ex-
ct

881), and section 126of the Trade Actof 1974,as -
antended (19 U.S.C. 2136) will have no effect | -
with respect to Libya. . .

Section 3. This Order is effective immediate
{y. e:lrge?t (tll;;t (Lh)e g;l;hlb‘lltlon: shet lforlhlm Sec.”
ion 1(a), (b), (c), (d) and (e) shall aj asof -

12:01 A M., Eastern sta.ndalsd)ume, Fevé)rga .

Secnon 4. The Sécretary of the Treasury, in ~-*
consultation with the Seécretary of State, is- '
hereby authorized ta taire such actions, includ-" -
mulgation o
necessary to carry out the ses
of this Order. Such actions n?ay mcludg‘gr?hxb-
iting or regulating payments or transfers of any

property of any transactions involving the '
transfer of any\gm
United States
Libya, its mstmmema.htles and controlled enti-
tites, or to any Libyan, national or entity owned '
or controlled, directly or indirectly, by Libyaor
Libyan nationals. The '
gate any of these functions to other officers and ,

juridical o
S(ates ur

2, as amended (19 US.C. ,‘

rules and regulations, -,

g of economic value by any ..

person to vernment of

The Secretary may re-dele- '

cept
(a,

(b;

States and hereb; g
gen%y to deal wit!
1

Section 1. The followin;

g

declare a national emer-
that threat.
ereby order:

qu are prohibited, ex-
to the extent provided in regulations which

may hereafter be xssued pursuant to this order:

The import into the United States of any
(3 or services of Libyan origin, other

8 an
publications and materials imported for news
publications or news broadcast dissemination;

The expon to Libya of any goods, tech-

date of this Order, other than transactions nec-

essary to effect such person’s departure from
beya. to perform acts permitted until Febru-
ary 1, 1986, by Section 3 of this Ordér. or travel

for Joumahstlc activity by
employed in such capacr(y bya newsgat enng

* organization; and

(h) C{:ramsam.lon by any United States per-
son which evades or avoids, or has the purpose
of evading or avoiding, any of the prohibitions
set forth in this Order.

For purposes of u'us Older, the term ““United

agencies of the Federal Government. All agen-
cies of the United States Government are di-
rected to take all appropriate measures within
their authority to carry out the provisions of this
Order, including the suspension or termination
of licenses or other authorizations in effect as of
the date of this Order.
This Order shall be ‘transmitted to the Con-
and publlshed in the Federal Register.
RONALD REAGAN Y
The White House N
January 7, 1986 :
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'- < By B 'BARNABY 5. FEDER '

J+0-New restrictions on trade,

‘L\B annouriced, last night by’

) l’reszdent Reagan are expected td-

i have lntle eqmomic impaet on ek
oun

8 Srices; W
fd fvrced Libya to reduc:e spen

N ns angmrinayor devek;};menc
oed' restrictions have left the

mma}mse;uuon. b GAEIAR
o 3

Bt
b pél?cqem of lha United States’ iy,
X 984; the last:

k 5 Of{lqlalq of Amerlcah com
alfected by the Reagan ordex
be immediately reached for'

,Before anniounceriient;
Jdental ?elroleum Cmpora-

1, the operator of three Libyan,

fields and the largest American

S irvestor in Libya, stressed that its
ibya interests amounteq fo only

1 percent of its" gmss assets, The

mpany said it had i

dmg on

& ifmtecl States with littlg econo
Govel rqh} !

t remain g the country t‘acq; .

{ear for.:
w} c ﬁ s are’ availabls
Umted States’ direct 1r-vestment in,
was valued,
total gver,
séas_ investment of $223 billion.
Moré than 90 percent of the qruted E
<. States mvestment in Libya was in

plied wnh all Federal regulauo
mvolvmg its dealings v wuh the Qad+ .
dafi Government., 5
In 1970 Occndentals chairm
. Dr. Armand Hammer, became tha
Bret o industay leat{er to negv
ate a substantial risé
with the' Qaddafi rey

e,

r old, oe rise Was a;

major steppmgstone in the growth',

of the Organization of Petroleum
va.nne& AT

¢ paniey,
have been consultants on, major .
‘ constructiod projécts and numer~
,ous other mpa.mes supply Liby:
‘with variou: uipment.
'All contend that they Ful led Am r
ican employees
after’ Testrictions o o0 1ravel to beya
s were introduced by the Reagan A
mm:strauon in 198L -
The' Statg’ DEPanment whh:h
lestimates that 1,000 (o 1,00 Ameg:

5sy and the fact that it's me al
vel tol.xbya, Americans %'.o
en’t (elhn 1t said Donald *
au.man, tate- Depanmen
spokesmari. “We are prett
- "dent that; by and large,
not of- Ameris

;als who remain in Libya. for any-*
\reasom, face. a prison ;éxm and:
fines, u.nder Lhe Reagan ordér. £

Ami

‘ness_in le&a date their involve;’,
- ment from the oil boom of the laté:
1950's, Iong before Colonel Qadd

al\u,

i ner’ Ostberg, vice" res:dent m
: chargé of ‘cement fox? the Ki

came to power.: Mosg have beeu
* gradually running down their in-
vestments in recent years as fric-
tions between Libya and the Umtedi
St%tes haye mtensxﬁed hr%

ngincering - companies™ typi. !
- cally operate in Libya through sub,’
sidiaries based in London or Rol

with foreign nationalg in_deal

with the Libyans, even thosq§.
employees are usually based out{:
side the country if possible. For in{
stance, Foster Wheeler, an engif -
concern based in’ Livin,
N.J., has an Italian subsi

only one Italian employee bast
f.he¥e full time. .

t was unclear how the new re—\
sldcdons would affect foreign sub-;
sidiaries, Previous attempts t ex-
tend the reach of American regula-|
tions have proved difficult to ad-{ ¢
minister and pohﬂcally unpopulary ;
m westem Eu mp&

i
i

Cor\oco Inc.
Marathon. Ouf Company)

(Occidental Pelroleum
Cotﬂ) !

plans; to build a: polypropylena:
" 'plant with a Hcensey?mm the;:
American company had been “on a
back burner”’ for sornemrne; :
“Wg haven't had any commun.
cation for'over 4 year,”” said Wer-

fuitierous. enginéering compa-;

mu said their business with Libya} '

had" already

Libya's économic: problems. Ttid |

El Paso Products Company  off

Odessa; - Tex.,. said !JtLi{y ?
3
¥

Corporation, . Philadelphia base'* !
consulting engineers who had beert ¥

t plants. s
+. One major projéct Lhat is gmn
ahead |gvolves the Iaymg of morc}

i
i

Lhan 1.200 mues o( eoncrete

pe-
liné from a deserf site wher¢ an ue
der, d reservoir has béed dis-.
covered to Libya’s thirsty coastal

{ cities, The Price Brothers Com-:
panyof Dayton, Ohio, and Brown &
| Root, a Houston subsidiary of the™

have been major contsultirig e
neers 0 Dong , the South Ko' {
i réan ovnsd{um n oompany that i; ¥
hgddmg €

Of more than 25 Am oil',
| companies that ﬂocked m beya n
the 1950’s. and 1960’s, just Oceiden- ;
+ talj Ameraq HeSS, Conoto; Marar

| Halliburton Company *of Dal.las,‘ 4
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thon Oil and W, R. Grace remauu
Some - comipanies, suchs as. the
Mobil 0il Corporation, have w(«
st: legal, claims . against:
Libya involving payment for their
interests when they withdrew in re«

sponse . to* tax and . operating’
c es, that, the oil’ companies
jmed, ma aoperau unprofé’y

nable and vnolated !helt licensmgf

gl compam
Occidental operates an
mlﬁeld lhyere It doesos’:w:thout

American’, emplu{.es, the com-:‘
* pany

d. r4 iy

hy Reagari”
Shuns-Force

i Continued From Page1

remely cautious in dealing with the
il Despite’ singling i} out as an
tlaw nation” at the start of his A
mipistration in 1981, hié rejected 4 mi]
tary strike against it s§ there wag
evéencs thaf such ait & cx wvuld
5@ 10 3 s
The first sanctions, dy lhm!ed to
Libya, th

nbering more than 0000, to Ieave,
e instituted affer mtelhgence e
ls o a Libyan *

r?ted States to: assassmxt
hc Qﬂicla reports

Mr. Reay
k the position that jaanny ofﬂdal‘yg

were killed, lhen military ; action wouls

=

gpqnse. officials ‘said. The
ry action was used agais
was in"August 1981 When iwg carrie; e{-
bajed F-14's shot down two Sovi
made Libyan planes that challenged
!| thd right of the Sixth Fl

! thg Gulf of Sidra.
effect of Mr. Reagan S steps(n»

i da was to virtually séver alf rema

direct American commercial ti
w?h Libya. But they have also set v.ﬁo
stége for a new squabble within the At-
Iagﬁv; alliance if he pressa the allies to
. wgose sancuon; on: Ln a; John S,
tehead. the Depu ecretary of
St fe, is supposed to go m Eujope g
y to win some allied support, whie
‘now hag been lacking. . A

,% * Trade Dowu Sharply 3
Jhe effect of the President's action
seemed anticlimactic because’Amer-
icAn trade, which in 1980 reachéd ahigh

RISC

of $7.6 billicn, had alre dy dropped to

[ legs than $300 million for the first 10-

months of last year.' Moreover; sincé

Tho Sanctions 48 not apply {0 foreign

subsidiaries of American companies,
their effect was even moré muted.

Subsidiaries were pot included be-

o Ky DAVID z. ROSENBAUM
£ #it{ Special to The New York Times.

« WASHINGTON, Jan. 7 — President
Reagan insisted tonight that the Fed-
erak, budget deficit could be reduced
through spending cuts and continued
economic growth, but he was careful

nottd rule out the possibility of increas-

ing taxes eventually. -
- Maintaining the position he has held
thrbughout his Presidency, Mr. Rea-
an said that a tax increase ““would set
R the economy arid might even trig-
gep & slump.™

> The: Presndent went on to say that

oncel spend d been reduced to a

barér minimum, “then it wuuld be a

timé'to look at revenues, but not now.”*

O othér domestic issues that arose
* at Mr, Reagan’s first fullscale news
cqnferenge in nearly four months the
ngem ‘made these

ese points: J
lygraph, or lie detecmr, tests are
somgumes useful in espxonage investi-

A

gaﬂons and have “led to a mululude of
confessions of various crimes."

9He is considering some form of
changes in the Medicare program to
pmteci the elderly against the cost of

“catastrophic” illness.

9He will consider the possibility to
naming an experienced farmer to re-

place Agriculture Secretary John R.
Block. who resigned today.

Some of Mr. Reagan’s senior advis-
ers have raised the possibility of a tax
increase so that budget t&rgets could

met and military spending still
rajsed.

But tonight, Mr. Reagan said, “The
past has proven that every time tax
rates are raised ggu 've got some peoj Ie
in the country that are waiting wif
choice program of their own to s
glﬂrt ﬂtl ey; not to use it to reduce the

eficit.”

The. President . continued, “We're
going to keep on trymg over the next

five years to get down to a balanced

budget through sj cuts. Then, if ||
that isn't enouy and if we're cqn-
vinced that we have government down
to the level, absolute level, where it
cannot go below that and perform
gaovernment's functions and services,
then it would be a time to look at reve-
nues. But not now."”

Mr. Reagan was asked about reporu
that elderly people were being di:
charged prematurely from hospitals
because of a new Medicare payment
ﬂystem under whjch hospitals receive a

at payment for each case, depending
on the pauem £y dlagnosns

“] promise you, we're logking af it,"”
Mr. Reagan said, without being spe-
cific. “We're looking for answeﬁ "

Mr. Reagan said he could not say for
sure what “‘the final decision’” on this
issue would be.

Commenting on Medicare, the Fed-

‘('

‘mn]l&on elderly and dxsabled people,

Mr. Reagan said he was lopking at pro-
})osals to provide additional coverage
or “‘catastrophic illneses.” Dr. Otis

'Bowen, the new Secretary of Health
and Human Services, has also ex-
pressed interest in proposals for cata-
strophic coverage under Medicare.

On another issue, Mr. Redgan denied
that he had changed his mind on a di-
rective calling for the use of polygraph
examinations to help investigate sus-
pected espionage. Mr. Reagan said the
polygraph, or lie detector, was useful
as “‘an mvesugalory tool

The President said that Secretary of
Stats George P. Shulfz had misunder-

for whxch the poly-
graph wou]d gg under his dgorec-

tive. Govemmem employees will not
ordinarily be asked questions about
their personal lives, the President said.

Mr. Reagan said he knew that Mr.

eral health insurance program for 30

‘Shullz did not have “‘too high an opin-

ion’* of lie detector tests. But Mr. Rea-
they had sometimes prompted
people to confess violations. “The very
nature of the test has led to a multitude

gansaid

of confessions of various crimes,” Mr.

Reagan said.

Mr. Reagan, asked about the selec-
tion of a successor to Mr. Block, ve-
to want
someone just as Jack was, who had all

plied: “I certainly am goin;

the exgenence necessary in that field.
It woul
working farmer.”

“He stayed until the farmh bill was

completed and signed,” the P

little patience for a time.”

President also said that he was
eager t0 have the farm economy sulk
not govern*

ject to “market controls,
ment c ”

“A lol of their problems come from
overnment

overnmenf, instead of
elping,” the President added.

d be fine if we came up with a

resident
noted. *“ It is one that is going to take a

cause Secretary of State George P.
Shultz wanted fo avoid a direct clash
with the Europeans reminiscent of the
feud in 1981-82 over American efforts to
block subsidiaries in hua?e from help-
ing build the Soviet na gas pipeline
10 Western Europe.

Smce the Administration bad al-
ready imposed economic sanctions on
beya m 1981 and 1982, the most signfl-
cant being the ban on all imports of
Libyan oil, there was an expectadon by
some in Washington last week that the

President might choose a military op-
tion in the aftermath of the attacks on
the Rome and Vienna airports last

month.

The Administration mau](amed that
the en involved in thoge attacks
hadie‘gmfmm the Palestinian faction
led by Abu Nidal, which it said had
been aided b Lb

““Libya,” the, Presldent said lumght,
“has engaged’ in armed
against United States under estab-

lished principles of international law."

oo E
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a}a; increase that in reality was ac-
tually - getting rid of some of the
Christmas treg ornaments that were
fhupg on the original tax program, our
orlgmal tax cut. Some of themr
weren't things that we had advocat-
ed, But I was promised $3 — cut $3 in
spending cuts for every dollar of in-
g;e aged revenue. I never got the 53
1'm like that fellow in the stos
lmsn]l yellin’ “‘pay the $2," only
in my case.

+ But the thing with that tax, it’s not
being stubborn about that, it's just
being that if you look back at history
every time that have sought

ugh tax incredse to increase Gov-
érnment’s revenues, you find out that
you have placed a block in the path of
progress and economic
you wind up with less revenue at
hxg,her rates. Now the tax situation,
we're gemng the same percentage of
. gross national product in tax reve-
né& at the lower rates than we’ve
Eeen getting before, and the answer
tn more revenues for Government is

\ “ 1 beﬂeve that a tax increase would
fun the risk— in fact I’ m almost posi-
tive that it would be more than a risk’
+- it would set back the economy and
could even trigger passnbly aslumpin
the economy. So we've gone on now
for the last three years, we've added
flrnost nine million new jobs, we have

10 million people roughly that are
employed: the highest percemage of
the potential working pool ever in our
hxslo is employed. The stock mar-

ay set a new high again, an all-

vme hxgh, it’s now 1565, it went up 18

and something,

¢ And I thmk for us to turn around

and take a chance on something that

the past has proven that every time.
rates are raised you've got some

le in the country that are waiting

wn a choice program of their own to

' that money — not to use it to re-

uce the deficit. .

‘We're going to keep on trying over
t}xese next f\ve years to get downtoa
balanced bu ia through s%endmg
cuts Then, if that isn't enoug and if
we're convinced that w e Gov-
ernment down to the Ievel. absnlule

- fevel where_ it ¢annot go below
and perform Government's funcmrns
and services, then it would be a time
to look at revenues. But not now.

* 2d Summit Meeting

Q. Mr. President, are you now look-
u‘xs forward to a second summit with
Mr. Gorl ev. in September or the
fall perhaps rather than in June? And
what has led to that shpg:ge?

¥

!A. Well, I don’t know.
their side has suggested later in t a
f31l. We thought that June would be a

njce time t0 do it and not get around to

- ' waitingand saying that it's got tobe a

t year between visits. In fact, the last
words of the Secrefary ( General to me
whgn we said goodbyg were that =~

should keep in touch and not ]uqt walt b
until there was another meeting,

to keep on with what was ;tarted

there. /

And I said to him, I ps ed that it
might be in late June. ip the summer,

he nodded his approval of that
when he accépfed my invitation.
Now, others have perhaps suggested
that it should be at another time, but
there hasn’t been a date set and they
haven'’t, other than the suggestion,
they haven’t given us any reason why
they think that later in the fall would
be better than in June.

Q. If I could follow, sir. In terms of
the atmosphere between the U.S. and
the Soviet Union, the other day, the
Soviet officials were. complaining

about such things as Rambo movies

and Rocky movies, which cast the

Soviets in a bad light. Do you think

that s an appropnate sort of thing?

t0 your friends in Hol-

Iywood about ekind of movies being
made these days? -

A.No. Iwas tauung to my friends in
Hollywood back at a time when they
seemed to have been making pro-
Communist pictures.

Citizens in Lebanon

Q. Mr. President, back on the sub-
ject of temmsm what effect, if any,
do you think the options you have
taken today will have on the welfare
of the U.S. hostages | in Lebanon?

Well, I think we're talking about
two separale subjects here, even as to
the nature of the people who are hold-
mg them and the other terrorists that
we've been talking about. But 1 can
only tell you that we continue, and.
have been meeting with, talking with,
a number of mdmduals a number
other governments, folluwmg every
lead that we can that would lead to
their rescue, and we're not goinj to
let up until we're successful in
Again, I can’t get specific on lhe
things that we're domg other thanit is
a constant and all-out effort. But 1
think that it would be counterproduc-
tive for me to explain any of the
\hmgs we're doing.

Q May 1 follow up sir. Can you telj
t you know about their wel-

A. We have no reason to believe
that they are not — I hesitate to say
well treated. Let us say that appar-

they're in as reasonably good
hea th as can be expected in view of
their incarceration.

Russians and Libya

% Mr. President. In connection
with your next meeting with General
Secretary Gorbachev, the Russians in
response to the terrorist activity that
you have n talking about this
evening, made some very defensive
statement of Libya and of Qaddafi,
and as you know they supply L:bya
with a good deal of their military
equipment and possibly some of the
training, some of which may lhen be
passed on to the térrorists. I woul
like to know when you sit down and
talk to Genera] Secretary Gorbachev
or if you're in communication with
him before your next meeting, do you
intend to bring this up and suggest to
him that they could be more forth-
coming in areas outside of your direct
talks and make the climate better?

A. Yes, this was very definitely one
of our conversations or one of our

Americans inLibya

|- Q. Mr. President, would your re-
sponse to the terrorist incident have
\been different if there were not more
Lhan a thousand Americans still in

ibya

A. Well very obviously they have to
be a consideration. As you will recall,
the first time that we took some eco-
nomic actions there were roughly
8 000 Americans in. Libya. And we
asked did not order and did not de-
'clare an emergency, but asked them
\to come back, and now there are be-
tween a thousand and fifteen-hundred
there. But, yes, you have to consider
them as potential hostages.

f Qaddafi’s Mind

| Q. If I may follow up? You said
earller Lhat you thought Mr. Qaddafi
Do ybu seriously think that
e n'ught be emo()gnally or mentally
unbalanc
A. Ohno, l won't — I use that in the
term we use in_conversation with
someone. No, I just think that the

“man is a zealot, he is pursuing a revo-

lutionary cause that could affect a
freat many countries. And we have m
k at his performance in Chad,
which he then violated the word lha!
he had given to France with regard to
ere and other places.

topics in our
tions, about why we had a suspicion of
them and it was, it was incorporated
in a subject that 1 had brought, in
which I said it was obvious that both
of us suspected the other — distrusted
the other — and that it was going to
take more than words but take deeds
for us to eliminate that distrust, and if
we could do that we could get on with
the business of reducing arm:

forth instead of looking at each other
as antagonists all the time.

. Do _you consider, sir, dxrectly
commumcatmg with ~ Gorbache
about this recent incident and about
possibly using his leverage with Qad-
dak?

Al— g:m you're getting around
to details that 1don’t want to get into.

so.1 just — I feel that you have to be
on guard againlst virtually any kind of

- "Riskof Travel

(i Mr. President, how safe or how
risky do you think it is for Americans
who travel to Europe these days? And
are you satisfied that our allies have
redoubled their efforts for airport se-
curity as you asked them to do last
summer’
A. 1 think there's been great im-
provement in airport security, an
yet when you have suicide attacks, as
we did in the Rome and Vienna air-
poxts. you have to ask yourself what
can be done about that, to prevent it. I
haye to feel that — well, as a matter

o( fact, in recent travels over the holi-

days, l can't tell you how many peo-
ple of the (ype that could be expected
to be taking European trips or world
trips, how many of them went out of
the way to tell me that they would
plan no such trips under the present
situation.

New Farm Chief

Q. Mr. President, will you be ool
ing for a working farmer to replace
Secretary of Agnculture Block, who
resigned today’

A Well, T oenamly am going to
want someone just as Jack was, who
has all the experience that is neces-
saryin & t field. And yes, it would be
fine if we come up with a working
fa‘rlmer

And do you a, with Secreta;
Block that we've nuu?ed the corner oryn
the farm economy and are headed for
be\ter times?

ink we have. The farm pro-
gram and he stayed until the farm
bill was completed and signed, and it
is one that’s going to take a liftle pa-
tience for a time. You can't do some-
thing instantly, pull out a rug that's
n there for a great many decades,
but we think that we have a program
pow that is going to help maintain an
income for the farmer at the same
time that we get agriculture back out
to market cmzlmfnand not Govern-
ment regulation and control. I think
we all ought to heed the fact — I have
the greatest sympathy for them. And
that we have a great responsi-
bility because a lot of their problems
come from Government instead of
Government helpmg And the proof of
that is if you look at those areas of
farming that are not a part of the
Government programs and subsidies
and so forth, they are not having the
economic pwblems that the other
part of farming is having.

A. Oh, all right. We]l thank you all
very much. Good ni

Mr. Presxdem, we'd like to do
this’ again next month. Sarah will be

ere.

The Defense Department had pasi-
tioned the Sixth Fleet for a military

in Britain and moved men
ment to Sicily. But in exami 3
possibilities, Mr. Reagan decided, ac-

cording to aides, that there were moré
réasgns rot to bomd Libya than to do
$0.

New Call to Americans
Several considerationg were cited by
laides. They said Lheymgre troubled by
ithe 1,000 to 1,500 Ameri living in
Libya, in defiance of Mr Reagan s
prekus requests that the ledve.
[Even the Admmxsuaum be-
lieves lhey were given fair wg to
leave, Washington wds concerned that
ithey not be taken prisoner in the event
lof an American attack. That is why Mr.
Reagan again included a call toni|
for all Americans to leave Libya a
warning that beya wvuld be held re-

ible should any harm befall them.

Mr. Reagan was also insistent that

ously linked to the Al Nidal gmup.
position shared by Defense Sec:

Caspar W. Weinberger but not by Mr
Shultz or Robert C. McFarlane, the for-
mer national security adviser. Mr.
McFarlane argued on Sund '}:
vision appearan ere  was

acts of terrorism to carry out a
tary attack wnhout waiting for a
“smoking gun.”
Aides said Mr. Reagan was cofi-
gerned that American planes might be
shot down by the newly acquired SAM-
5's in Libya, which would turnt the re-
taliation into a fiasco. Moreover, diplo-
matic messages from the Middle East
warned that any American military at-
tack on Libya would pmvide exuem-
ists with a’field eci
Arab world and wreck chances fm' any
progress in peace talks.

Adminjstration officials _insisted,
however, that in limiting his actions to-
night to severing American
relations with Libya, the Fresxdentwn
not permanently foresaking the use of

force. They said it was important to
take senously his warning about ““fur-
ther steps.” .

““The pext time military will be the

only option,” one official said.

: \President Breaks Off All U.S. Economic Relattons With the Libyan Government

Continued From Page 1

friends in Western Europe and else-
where to join with us in isolating him.””

In a letter to the Speaker of the
House, Thomas P. O’Neill Jr., in con-
nection with his executive order, Mr.
Reagan said, “‘I hereby report that I
have exercised statutory authority to
declare a national emergency.”

In the letter to Mr. O'Neill, a Massa-
chusetts Democrat, the President said
these economic activities were being
prohibited:

GPurchases and imports from and
exports to Libya.

9Maritime arid aviation relatmns Be-
tween the United States and Libya.

9Trade in services relating to
projects in Libya.

9Credits, loans or the’ transfer or
anything of value to Libya or it$ nation-
als.

9Transactions relating to, travel by
Americans to or in Libya, ‘‘other than
for commercial activities permitted
until Feb. 1, 1986, or those necessary
for prompt departure from Libya or for
journalisti&; travel.”

Mr. Reagan wearing a dark suit and
striped tie, appeared fit as he took
questions from reporters in the East
Room of the White House. He touched
‘on several subjects other than Libya,
including the recently enacted legisla-
tion requiring a balanced budget by
1991. He reiterated his opposition to tax
increases as a way of meeting the bal-
anced budget requirement, but he care-
fully avoided ruling out such an in-
crease as a last resort.

In hig remarks on Libya at the'news
conferénce, Mr. Reagan declared:
“The Rome ard Vienna murders are

only the latest in a series of brutal ter- | been sufficient.”
rorist acts committed under Qaddafi's | ‘““Tougher, mors comprehensive
backing. Qadaffi and other Libyan offi- | measures are re by mt?fna'

cials have publicly admitted that the
Libyan Government has abetted and
supported the notorious Abu Nidal ter-
rorist group, which was directly re-
sponsible for the Rome and Vienna at-
tacks.”

“Qadaffi called them heroic ac-
tions,”” said Mr. Reagan. “I call them
criminal outrages by an outlaw re-
gime.”

Mr. Reagan sajd that earlier Amer-
ican steps agaihst Libya ‘“have not

u(

laf
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ive order stating that lhe pvlicxes and
actions of the Government of Libya

constitute a threat to. the hational se.
gun!y and lorengn policy of the United

Mr. Reagan said that ple who vio-
ted his executive order would face

“‘appropriate penalties.”

REMEMBER THE NEEDIEST]

any target be clearlg“and unambigw E

inatele

enough evidence lmkmg beya to m‘ N

i




